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UNCLAS TOKYO 2137 

E.O. 11652: N/A 

TAGS: ENRG, JA, CH 

SUBJECT: JAPAN-CHINA OIL TRADE 

REF: A. TOKYO 1704 B. TOKYO 1322 C. TOKYO 13795 (1974) 

1. INDUSTRY SOURCE HAS CONFIRMED TO EMBASSY NEWS REPORT 
THAT CHINA SIGNED CONTRACT FEB. 18 WITH INTERNATIONAL OIL 
COMPANY, ONE OF TWOJAPANESE "WINDOWS" TO CHINA OIL TRADE, 
FOR 5.4 MILLION TONS OF LOW SULFUR CRUDE TO BE DELIVERED 
DURING 1975. QUANITY IS 80 PERCENT MORE THAN DURING 1974 
AND $12.10 PER TON PRICE IS 70 CENTS BELOW 1974 PRICE. 

CONTRACT IS DENOMINATED IN DOLLARS AND WILL BE SETTLED IN 
DOLLARS. WITH 30 DAYS' USANCE. 

2. COMMENT: IN SIGNING FOR FIRST TIME DOLLAR CONTRACT FOR 
OIL EXPORT TO JAPAN AND DROPPING PRICE WELL BELOW THAT FOR 
COMPARABLE INDONESIAN CRUDE, CHINESE HAVE DEMONSTRATED 
SERIOUSNESS WITH WHICH THEY INTEND TO EXPAND OIL 
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OF FAR EAST OIL TRADING COMPANY WRYLY TOLD EMBOFF 
"DR. KISSINGER PUSHED ON SAUDI ARABIA, BUT IT CAME OUT 
IN CHINA.)" WHEN NEGOTIATIONS WITH JAPAN-CHINA OIL 
IMPORT COUNCIL, SECOND CHINA OIL TRADE "WINDOW", COM- 
PLETED LATER THIS SPRING CONTRACTED PETROLEUM EXPORTS 
FROM CHINA TO JAPAN MAY WELL EXCEED 8 MILLION TON 
TARGET DISCUSSED LAST FALL (REF C). 

ALTHOUGH CHINESE HAVE NOW AGREED TO THREE DOLLAR-. 

DENOMINATED CONTRACTS (REF B), IT STILL REMAINS TO BE 
SEEN WHETHER THIS WILL BECOME DOMINANT PATTERN IN 
JAPAN-CHINA TRADE. CHINESE ACCEPTANCE BANK OF TOKYO 
SUGGESTION FOR FORWARD CONTRACTS TO COVER EXCHANGE 
RATE RISKS (REF A) REMAINS AN ACTIVE POSSIBILITY. 
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